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Chile's liberal trade policies and abundant natural resources have attracted huge investments by
Japanese firms in the last two years, converting Chile into one of Japan's most important trade and
investment centers in Latin America. Now, given Chile's efforts to negotiate bilateral free trade
accords throughout the hemisphere, Japanese investors and Chilean officials believe Chile will soon
become a trampoline for Japanese exports to most other Latin American countries, and eventually to
the US and Canadian markets as well. Over the last decade, Chile energetically expanded its trade
ties with East Asian countries to forge alternative outlets for its exports outside the traditional US
and European markets. As a result, Chile's exports to the Asian Pacific basin grew 50% between 1981
and 1992, converting that region into its principal export market (see Chronicle 04/01/93). Japan,
however, is Chile's largest single trade partner, outweighing even the US, which until 1991 had
dominated trade with Chile for two decades. In 1992, Chilean exports to Japan topped US$1.7 billion,
giving Chile a US$700 million trade surplus with that country compared to a US$336 million deficit
in trade with the US. In fact, Chile expects its exports to Japan to grow much more next year, when
Chile becomes the first Latin American country to ship fresh fruit to Japan. At present, copper and
other raw minerals account for more than 50% of Chile's exports to Japan, with the remainder made
up of mostly fish (about 30%) and other select agricultural goods. This year, Chile finally received
government certification to import fruit after meeting Japan's rigorous import inspection standards.
In part, a trip to Japan last November by President Patricio Aylwin the first visit by a Chilean head
of state in more than 20 years paved the way for the fruit certification. Among other things, Aylwin
had negotiated a Japanese concession to partially eliminate sanitary restrictions that prohibited the
import of all agricultural products suspected of infection by the Mediterranean fruit fly. Under the
new agreement, the restrictions only apply to fruit grown in those regions known to be affected by
the plague (a 40 sq. km. region along Chile's northern border with Peru), thus allowing agricultural
products grown elsewhere in Chile to freely enter Japan (see Chronicle 12/03/92). Notwithstanding
the aggressive expansion of exports to Japan, Chile only successfully managed to attract Japanese
investment to Chile in the last two years. In 1991 and 1992, large and small Japanese corporations
have made commitments to invest US$700 million in Chile more than all Japanese investment there
in the last two decades. And, the number of Japanese companies now operating in the country
has almost doubled since 1990, to 55. In one recent survey of Japanese investments, the New
York Times outlined four huge projects launched in Chile since 1991 by some of Japan's largest
multinational corporations: * Last year, the Sumitomo Metal Mining Company joined the Phelps
Dodge Corporation of Phoenix in a US$1.5 billion investment in La Candelaria mining project near
the northern city of Copaipo, which will become a huge copper and gold mining operation. * In
1991, Sumitomo Sanyo Kokusaku of Tokyo and Chilean investors created a US$57 million joint
venture in land and a wood chip factory in southern Chile to export wood chips to Japan. * Also
in 1991, the Mitsubishi group took a 20% stake in the US$1 billion Escondida copper mine in the
north, which started producing that same year. In addition, Mitsubishi which runs an array of
operations in the finance, construction, engineering, and forestry sectors in Chile was also awarded
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a US$150 million contract last year by Chile's state-owned power company Chilgener to build an
energy generating plant. * Finally, in 1992, the giant Japanese paper company Daio Paper completed
an investment of about US$70 million for more than 160,000 acres in southern Chile, where it is
planting eucalyptus and pine. C. Itoh & Company is a 10% partner in the investment. Moreover,
a series of small Japanese companies are also setting up shop. For example, Sakata Seed a unit of
the Nissho Iwai group of Tokyo opened laboratories in 1992 to develop better strains of vegetable
seeds to ship to Japan. And, Nito Seimo, a tiny manufacturer of commercial fishing nets, transferred
a third of its assets to Chile last year and is selling to the local market in the northern city of Iquique.
Chilean officials and Japanese businesspersons cite a combination of factors that attract investors.
In addition to Chile's geographic location along the Pacific shore, the country offers vast natural
resources of minerals, lumber, fish, and agricultural products. At the same time, Chile has one of
the most open and robust economies in Latin America. That, combined with political stability and
consensus in government circles over the need to maintain free market policies, offers a particularly
stable climate for investors in contrast to most of Chile's neighbors. Peru, for example, launched a
major campaign this year to attract foreign investors especially from the Asian Pacific region and
has drawn up a series of laws as yet unmatched by other Latin American countries. For example,
in March President Alberto Fujimori's government approved new immigration regulations which
will allow foreign investors to purchase Peruvian passports for US$25,000 each in order to rapidly
stabilize their business operations and undercut any possibility of legal discrimination as foreigners.
Despite the new passport regulations and other complimentary laws, Japanese businessmen will
likely remain cautious given the political instability that still reigns in Peru, and the possibility that
the rules of the game could change under a future government. In Argentina as well even President
Carlos Menem's aggressive economic stabilization program has not attracted any significant
increase in investment from Japan, since Japanese firms prefer to wait and see if present economic
policies are upheld in the long term. "Argentine policies have changed a lot, it's not the same
as in the past," said Hideo Asakura, chief executive of Japan's Jaido corporation, after attending
a two day conference for Japanese investors in Argentina in mid-April. "But prudence would
suggest that one should await the consolidation of the privatization program before making new
investment decisions." Some Japanese firms are launching small scale investments in Argentina,
such as a contract recently signed by one Japanese company to build the luxury Cesar Park Hotel in
Buenos Aires. But such investments are largely aimed at testing the waters, according to Japanese
financial authorities. "They are investing little by little," said Kazuo Omi, general manager of the
Bank of Tokyo. "This is a time of being conservative. They don't want to expand either in Japan
or abroad. They don't want to run new risks." In fact, according to Chilean officials and business
spokespersons, Japanese investment in Chile may largely be aimed at using that country as a
safe gateway for exports to the rest of Latin America. By setting up shop in Chile, companies can
avoid establishing operations in less stable countries, and they can take advantage of Chile's new
free trade accords with its neighbors to circumvent tariff barriers in regional markets. "Not only
does Chile offer a climate of security and economic stability which are basic for investments but
it also offers privileged access to important regional markets," Finance Minister Alejandro Foxley
candidly admitted during a conference on investment opportunities for Japanese firms held in
Chile April 22-23. Chilean business representatives who attended the conference were even more
candid. "We want to continue being Japan's number one trade partner, and we want to convert
ourselves into a trampoline to enter the southern cone markets," said Hernan Briones, president of
the Industrial Development Association (Sociedad de Fomento Fabril). Indeed, according to the New
York Times, US officials are concerned that in the future, Japan could use business ties with Chile
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as a backdoor to the North American free trade zone envisioned among Canada, Mexico, and the
US. Chile already has a free trade accord in place with Mexico that could potentially give exports
from Chile privileged access to North American markets, and, after the North American Free Trade
Agreement (NAFTA) is approved, Chile is next in line on the US's list of countries targeted for
free trade negotiations. (Sources: New York Times, 04/15/93; Spanish news service EFE, 03/29/93,
04/12/93, 04/15/93, 04/19/93, 04/20/93; Agence France-Presse, 04/12/93, 04/15/93, 04/17/93, 04/19/93,
04/21/93; Notimex, 04/22/93)
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